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1. Fidel Castre's willingness to drop Ernesto 
"Che" Guevara confirms the shift in Cuban policies 
that has been under way for about the past year. 
Guevara's fall from power apparentiy resulted from 
his persistent opposition to the practical policies 
recommended by the Soviet Union. His views on Cuba’s 
aconomice derelopment abd foreign polier--reflocting 
has general oppesition ta Soviet advice--both seen 
to have played 2 rale, 


2, Guevara, who bas been considered Cuba's 
most militant revolutionary spokesman, disapproved 
of Castro's alignment with the USSH in the Sine- 
Soviet dispute and of his wlilingness to diminish 
Cuba's role as a catalyst and suppertar of revolu- 
tienus do Latin Ameries and Affiea, This side of the 
fontroversy has been amply treated elsewhere. TAs 
Paper concentrates more ono the dispute betraen the 
THO hey ofer éeconcmic policy. 


3. While be was io favor with Fidel Castro, 
Che Guevara was one af the most important architects 
of tha Cuban seconeomy. He retained this role for scme 
tine, even after his industrialization plan had been 
praven wrong and some of his other policies were 
being challenged. Wot until duly 1964, when Presi- 
dent Doerticos became the Minister of. Eeonomy and the 
Director of the State Planning Board ({JUCEPLAN), did 
Guevara's position really begin te weaken, Since 


that tima Fidel Castra has dedieated nost of hiz 
energies to Cuban internal matters, amd to finding 
remedies for thé disastraus effects of the regine'ts 
early polictes--largely those angineered by Guevara. 


industrialization=<Quevara's Greatest Fallure 


4. From the outset Guévara bad ancouraged the 
Tapid wationalization and centralization of the 
economy, and by the spring of 1861 the Coban economy 
was almast entirely state owoed. Ailthoauck be was 
rot 2 trained econcmist, Guevara convinced Castra, 
against the cbjections of Carlos Rafsel Rodrigues 
and others, that accelerated industrialization wes 
necessary. Ee maintained that a diversifileation of 
agricultural production and increased investment in 
industry was required to end dependence on supfar and 
Cuba's “economle enslavement” by the US. Br the 
time Gueyara and Castro admifted in late 1965, thet 
the industrialiszationo plan must be scaled dowr ta 
reassivo resources to stgar production, Guarara's 
policies hed brough the ecenomy ta its lovest point 
since (astro came to power. 


Guevara's Dispute with the Netional Bank 


5, Because of the faliures af the aconomy 
Castro was paying increased attention to other ad= 
visers by the end of 19635. In February 1944 some 
of the strains and tensions within the regine came 
into the open, Marcelo Fernandes Font, the Preasi- 
dent of the National Bank, published an artiele in 
the ideological journal Cuba Serisalista on the his- 
tory and functions of a “socialist” Bank. In the 
next issue af the same journal Guevara reacted 
angrily, He charged that Fernandez stiil thought 
in terms of “classical aconomies" and even "vulgar 
economies": that he songht to make the Bank instead 
of the Pinance Winistry the centezx of the Cuban 
economy; and that he wanted te toantrol investment 
and credits through the National Bank. 


6. in the May issue of Cuba Socialista Fernandes 
meekly tried ta defeud himself without taking issue 
Pith Guevara or even mentioning his name. Fernandes 
Said that secatallst planning could take 4 monetary 
_ form with the bank necessarily playing a proanineot 

Tole, <A fourth article, by Luis Alvarez Rom, Minister 


of Finance and a close Guevara associate, appeared 

in the July issve and attacked Fernandez’ position. 
By the tixme that issue appeared, Feruandez had been 
removed fron the National Bank and given the position 
of Minister of Foreign Trade, He was replaced by 
Salvador Vilaseca Forne--another close Guevara aseo— 
clate. Hanking and finance ware both in the hands 
of Guevara followers. 


7. Guevara's outlook, which approximated 
present-day Chinese++rather than Sovlet—-economic 
practice, was behind the controversy. <A series of 
articles ito Nuestra Industria, the afficial organ of 
Guevara's Ministry of Industries, spelled cut his 
opposition to the Soviet proposais for encouraging 
greater financial raesponaibility and Lodepandence in 
enterprises. Guevara objected to Soviet tendencies 
bs aps individual plants on «2 self-supporting 
. basis, 


8. Thus Guevara's war on the role envisioned 
for the Cuban National Bank by Fernandez wan only 
part of a much larger war against decentralization, 
relative autoncaoy, financial flexibility, and ¢grester 
material incentives. Guevara's publication explicitly 
expressed disagreement with “the emphasis given to 
material interest" by the Soviet economist ¥. G. 
Liberman, whom it charged with advocating cheanre in 
the "methods of collective incentive, abandoning 
the old formula of reward based on the fulfiliment 
of plans ip or¢er ta move to more advanced pians.” 
The new Soviet economic treod# were seen by Guevara 
as a threat to the moral {neentive ag the “predominant 
form" in Cuba's construction of socialism, 


Guevara's Polenie Over Centralization 


9. One of Guevara's most powerful economic op- 
ponents was Professor Charles Eettelhein, a French 
economist of Communist persuagion, Bettelhbein had 
made several trips to Cuba at Castro's request 2nd 
had helped convince hiu in the latter part of 1965 
that the economy showld be based on agriculture for. 
the pezt decade. He also warned against centraliza- 
tion. Because of his advice Castro made preliminary 
investigations inte the decentralization of authority 
4nd ip 1363 began experiments in local sutonomy in 
two towns. Hut despite these experiments, and despite 


the declaration of 2 six~year sugar plan, Bettelhain 
was outweighed by Guevara--still the strongest voice 
on Cuban economic affairs. 


10. In March 1964 Guevara declared that “it‘is 
gupremely important for us to dafend energetically on 
al] frents the principle of central organization of 
the economy." For Guevara, “centralization” was a 
principle from which the Cubans eould not depart with- 
eut sacrificing ideological purity. For Bettelheiz, 
however, centralization was a means to be prudently 
employed only as it was necessary for planning. In- 
an article in Cuba Socinlista in April, Batteiheim 
suggested that 2 "certain liberty of local inter- 
change" as well as “Ledividual production" would be 
just as beneficial in Cuba as in the Soviet Union. 

He tried to tell Cubans that they had. nationalized 
too much and.too fast--a slap at Guevara. 


ll, <A month later Guevara accused Bettelhein 
of meking 2 “mechanical analysis,” but was concerned 
Hostly with the suggestion that .it night be nore 
profitable tc nationalize only large industrial units, 
and leave small enterprises in private hands. Moch 
of tbe argument centered on the eupr eens consolidadas 
feonmsolidated enterprises), the an bodies under 
the Ministry of Industries which controlled a group- 
ing of similar but otherwise independent units. 
Bettelheim said that this often meant artificial and 
inefficient ecollectivizcation--as in the cage of 
garages. But Guevara replied that "to say an enpresa 
gonsolidada is an aberration is to say that the Cuban 
Tevolutlon is an aberration." Guevara argued ulti- 
mately that administration really mattered less than 
the principle of collectivity, and his arguments 
prevailed over those of Bettelheim, 


Derticos Challenges Guevara 


12. In July 1964 two important cabinet appoint- 
ments signalled the porar struggle over internal ercc- 
nomie policy ghich culminated in Guevara's elimination. 
President Dortices was appointed to two major posts in 
an attempt to improve the management of the badly dis- 
organized economy. While this move was apparently 
aimed at teking a portion of the administration of eco- 
nomic affairs from the bands of Guevara, Che did never- 
theless register a success of his own, In the same 


Tr 


month his closest protege, Orlande Borrego, was 
paped to the new post of Minister of the Sugar [n- 
dustry. 


13, Tt seems, bowever, tbat the appointment 
of Derticos was the turning point for the economic 
policies and fortunes of Guevara, Dorticos began 
to ascume overall direction of the economy and it 
Wig rumored that the National Bank and the Finance 
Ministry (beth headed hy Guevara followers) would 
be merged with the Ministry of Economy and JUCEPLAN, 
The Merger never tock pinca, probably because the 
opposing sides became fixed and the growing ten- 
siens threatened to break loto the open, 


14. Even so, Dorticos won an important vic- 
tory when one of Guevara's central points was 
quietly suppressed. Referring to the consolidated 
enterprises, Castre said in August that they "sone- 
times become boring, tedious, intolerable, It 
would be better to have a garage that works weil and 
gives people good service. That is such more in- 
portant than to go around putting up a huge sign 
to advertise that this place belongs to an empresa 
consolidada, ho knows how much paint has been 
Wasted putting up uames of empresas consolidadas?™ 
Some empresas cousolidadas were dis sided late in 
the year, and Castro again ridiculed them as a - 
“"nania' in January 1965, 


Guevara's Views on Foreign Policy 


1f, An admirer of Chinese forsign policy, 
Guevara persistently had agitated for export of the 
Cuban revolution to the rest of Latin America and 
even to Africa. His manual oo guerrilla warfare 
has been widely circulated in Latin America and he 
Was a prominent figure in piaoning lovasions against 
at least five Caribbean states in 1959. Gtevara has 
been justly described as a reving incendiary and: 
revolutionary, An Argentine, he reportedly aselsted 
the pro—-Communist drbenz regine in Guatemala befora 
it was overthrown in 1954. Later he traveled ta 
Mexico where he met Fidel Castro in 1956, 


16. Guevara never wavered frem his firm revo- 
lutionary stand, even az othar Cuban laaders began 
to devote most of their attention to the internal 


problems of the revolution, Moreover, Castro's ex. 
tensive popularity in Latia America decreased sharply 
once ke committed the rezime to rapid socialization. 
His call for Compunist revolutions, after his €S> 
pousal of Marxism io December 1961, had not been ree 
ceived with the enthusiasm of his earller revolution- 
ary ineantatlons, Tadeed, various Latin American par- 
tlez apparently opposed tuba'ts assistance te Pek ing- 
oriented revolutionary groups, Eveu 60, Guevyars conx 
tinued to press for Cuban aid to Latin American 
revolutionaries. His policies generally prevailed, 


17. About sid-1964, nowever, the regime began 
te accelerate the process of institutioualizatiocna-— 
attending to loternal economic problems and party 
organization, Revolutionary fervor vas tempered 
and Cuba began to follow Soviet advice more closely, 
Relations with China deteriorated during 1964, as 
witnessed hy a 50 percent drop-off in air travel 
between the two countries. Relations became further 
strained by November when Cuba took a pro-Seriet 
posture at the Havana Conference of Latin Amertean - 
Communist Parties, The presence of Raul Castro at 
the head of a bigh-level Cuban delegation to the 
consultative conference of Communist Parties in Moa- 
cow in March 1965 confirmed for the Chinese Havana's 
ner "revisionist" posture. Guevara, hewever, ap— 
pareutly still strongly oppesed moderation in Cuban 
foreign policy. 


The Abrogation of Guevara's Policies 


ld. in early December 1964 Guevara had departed 
an a three-month trip to the United Nations, Africa, 
and Peking, Meanwhile, Castro had lest faith in 
Guevara's theorles and nay have already decided 
against his “dogmatist™ views in fayor of the "re—- 
visionist" economic school headed by President Dorticos 
ang (aries Rafael Rodriguez. A clear indication of 
this came on 21 January 1965 shen Castro aunoctoced 
that material incestives would be emphagized. He 
said that the 5,000 best cane cutters of the 1965 her- 
Vest would receive rewards such as motorcycles, trips 
abroad, and expensive vacations at Cuban resorts. 


18, Ht took Guevara oniy a short time to respond 
pPubliciy, While in Alglers be wrote a letter ta the 
Uruguayan leftist weekly Marcha, Init he declared 


that “the correct instrument for the awakening of 
the masses must be fundamentally of a moral oature," 
In Cairo the following month Guevara again criti- 
tized Cuban economic policies. Incorrectly, he 
called them copies of the model of economic davyelSp- 
meot Moscow had impoged on the cauntries of Fastern 
Europe when “no one hed the guts to object, | 


20. <An interview published in the Egyptian 
pericgdical Al Taliah in April was the last encon- 
passing public definition of Guevara's policies, 

In it he vehemently attacked the economic reforms 
adopted io Yugoslavia as well as “the Liberman ex— 
periment" in the USSR. In criticizing Yugeslaria, 
Guevara condemned its reaction against Stalinism 
and ita resort to the use of material incentives, 
The tyo primary issues be singled out had direct ap- 
plication to the Cuban situation, One wag workers’ 
participation in mayagement, which he said Cuban 
workers wanted in order to gain extra benefits. This, 
he said, constituted “social oppression" and a kind 
of exploitation, The second issue, that of workerst 
profit sharing, wie one he Enew had been approved in 
Cuba before be left, The officiai labor organ 
Trabajo in December 1964 had announced 4 profit- 
aring scheme called the Contract Wage Pilot Plazx. 
Guevara must have been particularly irked when 
Tretmde chose to identify the worker's compensation 
as a prize.” His statement in Al Taliah was 
therefore another sharp critician of the Cuban 
leadership and “liberal” economic policies. 


21, Guevara returned te Havant on 13 March 

and was greeted by beth Castro and Oorticos, He 

Was Teported by the Havana press to have made an 
appearance on 20 March, bout be then slipped owt of 
sight. One of the first movas against his power 
eligue came in mid-June wher National Bank President 
Salvador Vilageca was removed from his post and An 
Stalled as rector of Havana University. 


22, Castro's 26 July speech dramatized the 
shift away from Guevara’s views. Castro spoke at 
length about the need for a regular system of local 
authority. Earlier, in the face of eonflictiog 
“eouservative" and "liberal" yvylews represented hy 
Guevara and Bettelhelm, Castro had supported Guevars 
ta preventing the JOUCEI (local coordinating beards) 


from exercising any real authority. iow, however, he 
reversed his stand. He cabled Zor the decentralizatiog 
of lecal administration, and announced that extensive 
reforms would begio to organize a completely new adminis-— 
trative apparatus. Castro heatedly denounced tha*old 
centralized system and graphically described the prab. 
lem, He said that when a dog made a mege in the street 
ar some provincial town, the céntral authorities kad 

to be called to remove it. Om 29 September Castro 
again made it perfectly clear that Guevara's views rere 
in disfavor when he said: "Let me go on record that I 
am a defender of local development and adueioistration."™ 
Anetber of Guevara's cherished theories had been abzn- 
doned, 


Cuba Fithout Guevara 


- 23, With the announcenent of the Centrz1 Committee 
af the Comuunist Party on 1 October, it was clear thet 
Guevara, hig followers and his policies were out of 
fayor. The only three ministers excluded from the 
central committee were Luis Alyares Rom (the Finance 
Minister rho had sided with Guevara in the National 
Bank dispute), Orlando Borrego (Guevarra's closest 
protege), aod Arturo Gumman (the Acting Minister of 
Industries}. Salvador Vilaseca Forpe (the former 
Nationa] Bank President) was also exeluded. These four 
were the only bigh-level Cubans rot included io the 
Central Committee=--aod rere also the only ones whe had 
been intimately iuvolved with Guevara's economic poli- 
cies. Moreover, the party's oew five-man Econanic 
Committee was headed by President Doerticos and staffed 
with adherents of “liberal™ aconomte views. 


24. In & apeech on 2 October, Castro read what 
be said was a lettér from Guevara. The malic idea it 
eontained was that Che felt his revolutionary talents 
nor could be better used elsewhere. f[t said at one 
point, “I (Che) can do what is dented you (Pidel) by 
your responsibility as head of Coba," Thus there is oo 
doubt that Castro's more cautious position on export- 
inf revolution, 26 well as his different economic ap- 
proach, led to Che's downfall. Castro recently said 
that the Cuban revolution must find scluticnus accord 
ing to its own "spirit and peculiarities," But fram 
now on Cuba will probably pattern beth its domestic 
god foreign policies more in accord with Soviet ad- 
vide. 


25, With this realignment, already strained re 
lations wath China will probably deteriorate further, 
Last Movember at 2 meeting of Latin American Cozmu-— 
nist Party delegates in Havana, Cubs agreed to support 
the orthodox parties rather than Peking-oriented « 
militant groups. Relations with China deteriorated al- 
most immediately after the Ravana conference. fuevara 
visited Peking in February apparently in an attempt to 
explain the Cuban position, only to be sharply rebuked 
by the Chinese, After resuming his African trip he 
eontinued ta vert bis "dogmatia” views, which generally 
reflected Chinese positions, 


26, In any case China now has clear justification 
for attacking Cuba as 2 “revisionist” regime--a charge 
it bas never publicly mada, With the fali of Guevars 
and the general acceptance of Boviet advice in domes- 
tic and foreipn policies, the Cubao revolution bas 
entered 2 nev phase. The shift in Cuban foreign policy 
which bag been ¢n train Since 1964 now is confirmed 
with Guevara's fall. : 


